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AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98, effective
3/1/98)

WAC 284-43-905 Applicability and scope. This subchapter applies to
health benefit plans as defined in RCW 48.43.005((4%))), and contracts for
limited health care services as defined in RCW 48.44.035((4%))), offered
by health care service contractors and health maintenance organizations

( (registered)) transacting business in this state under chapter 48.44 or
48.46 RCW. It applies to such plans purchased directly by individuals,
small employers, ((amd)) large employers ((+—e¥)) and other organizations.

AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98,
effective 3/1/98)

WAC 284-43-910 Definitions. For the purpose of this
subchapter:

(1) "Adjusted earned premium" means the amount of "earned
premium" the "carrier" would have earned had the "carrier"
charged current "premium rates" for all applicable "plans."
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=) ) "Annualized earned premium" means the "earned

premium" that would be earned in a twelve-month period if earned
at the same rate as during the applicable period.

((#+4¥)) (3) "Anticipated loss ratio" means the "projected
incurred claims" divided by the "projected earned premium."
( (1)) (4) "Base rate" means the ((amount—-charged))

"premium" for a specific "plan," expressed as a monthly amount
per "covered person or subscriber," prior to any adjustments for
geographic area, age, family size, wellness activities((+
fengrey)) or any other factors as may be allowed.

((£#6)+)) (5) "Capitation expenses" means the amount paid to
a provider or facility on a per "covered person" basis, or as
part of risk-sharing provisions, for the coverage of specified
health care services.

((+H)) (6) "Carrier" means a health care service
contractor or health maintenance organization.

((48)F)) (7) "Certificate" means the statement of coverage
document furnished "subscribers" covered under a "group

contract."”



((#59)) (8) "Claim reserves" means the "claims" that have
been reported but not paid plus the "claims" that have not been
reported but may be reasonably expected.

((+655)) (9) "Claims" means the cost to the "carrier" of
health care services provided to a "covered person" or paid to
or on behalf of the "covered person" 1in accordance with the
terms of a "plan." This includes "capitation payments" or other
similar payments made to ((“previders™)) providers or facilities
for the purpose of paying for health care services for a
"covered person."

((++F)) (10) "Community rate" means the weighted average
of all '"premium rates" within a filing with the weights
determined according to current enrollment.

( (-+2)) (11) "Contract" means an agreement to provide

health care services or pay health care costs for or on behalf
of a "subscriber" or group of "subscribers"™ and such eligible
dependents as may be included therein.

((3)) (12) "Contract form"™ means the prototype of a
"contract" and any associated riders and endorsements filed with
the commissioner by a health care service contractor or health

maintenance organization.

((=+4r)) (13) "Contribution to surplus, contingency
charges, or risk charges" means the portion of the "projected
earned premium" not associated directly with "claims" or
"expenses ( (+—that—Fn—+the—eas £ Jnvester wWred—eompanTess
Braosrid + 1 o e o r 1+ = SN rat £+ Aot o Tnsraat e
tJJ_U [ CIT |\ € N S . - W I CTT (=9 [ S €5 N LT CT A - T COLrTIT 1T LTTITT VOO OO0
a1y~ 4 a A+~ Soamme cvag s o + 12+ + 1 a1 al SN oot~ A sz + 1
Q\_Ab/b/.l._l. A8 uu.]_u;.t.u.;. C UM T T O OO LT T T W LT CTT CTT [ S NS I oo TITiTe O M_Y LU R N s

B i I S P £+ P R T 4 oo N S = A
Vv [ SN @ Ny S OO LTI T T OO 1 CIT |\ @5 Ny S SR S S J S CII \ @ ywe) |\ (&8 1T Ly [ S
P = I S S g A . + 1 P I RPN £+ |1 BN S | SN |
tJJ_\JJ__LL_ |\ € N S . L CITCT O & g S wy LSS i 5wy r/ULLa_LUJ.l A - LSS i iy r/LU_JCL/LaCL/L \NPY @ i I i A uA W §
pram3aam W 1+ o~ vz A W N RN £ + 1 P o o 1=z v'\r‘wv7)) "

t/J_ TIT T TTIT CTITT T t/J_\JV_Lu oo Ll TT . CTT NP @ RN S - =] [SS A e v J.J.\./_Y o_

((=+5r)) (14) "Covered person((s))" ( (means a1
"subseribers'—and—their—eligible—dependents)) or "enrollee" has
the same meaning as that contained in RCW 48.43.005.

((6>)) (15) "Current community rate" means the weighted

average of the "community rates" at the renewal or initial
effective dates of each plan for the year immediately preceding
the renewal period, with weights determined according to current
enrollment.

( (-+H)) (16) "Current enrollment" means the monthly
average number and demographic makeup of the "covered persons"
for the applicable contracts during the most recent twelve
months for which information is available to the carrier.

((38)) (17) "Earned premium" means the ( ('amournt
charged™)) "premium" plus any rate credits or recoupments,
applicable to an accounting period whether received Dbefore,
during, or after such period.

((+5%y)) (18) "Expenses" means costs that include but are

not limited to the following:
(a) Claim adjudication costs;




(b) Utilization management costs 1f distinguishable from
"claims";

(c) Home office and field overhead;

(d) Acquisition and selling costs;
(e) Taxes; and
) All other costs except "claims."

((26))) (19) "Experience period" means the most recent
twelve-month period from which the carrier accumulates the data
to support a filing.

((=2H)) (20) "Extraordinary expenses" means "expenses"
resulting from occurrences atypical of the normal business
activities of the "carrier" that are not expected to recur
regularly in the near future.

((22>)) (21) "Group contract" or "group plan" means an
agreement 1issued to an employer, corporation, labor wunion,
association, trust, or other organization to provide health care
services to employees or members of such entities and the
dependents of such employees or members.

((#23F)) (22) "Incurred claims" means "claims" paid during
the applicable period plus the "claim reserves" as of the end of
the applicable period minus the "claim reserves" as of the
beginning of the applicable period. Alternatively, for the
purpose of providing monthly data or trend analysis, "incurred
claims" may be defined as the current best estimate of the
"claims" for services provided during the applicable period.

( (24))) (23) "Individual contract" means a "contract"
issued to and covering an individual. An "individual contract"
may include dependents.

((25)3)) (24) "Investment earnings" means the income,
dividends, and realized capital gains earned on an asset.

((26))) (25) "Loss ratio" means "incurred claims" as a
percentage of "earned premiums" before any deductions.

((2+HF)) (26) "Medical care component of the consumer price

index for all urban consumers" means the similarly named figure
published monthly by the United States Bureau of Labor
Statistics.

((#28>)) (27) "Net worth or reserves and unassigned funds"
means the excess of assets over liabilities on a statutory
basis.

((29)r)) (28) "Plan" means a "contract" that is a health
benefit((s)) plan as defined in RCW 48.43.005((4%)) or a
"contract" for limited health care services as defined in RCW
48.44.035( (1)) .

(29) "Premium" has the same meaning as that contained in
RCW 48.43.005.

(30) "Premium rate" means the ( (“ameount——~charged™))

"premium" per "subscriber" or "covered person" obtained by
adjusting the "base rate" for geographic area, family size, age,




wellness activities, ((femrures)) or any other factors as may be
allowed.

(31) "Projected earned premium" means the "earned premium"
that would be derived from applying the proposed "premium rates"
to the current enrollment.

(32) "Projected incurred claims" means the estimate of
"incurred claims" for the rate renewal period based on the
current enrollment.

(33) "Proposed community rate" means the weighted average

of the "community rates" at the renewal dates of each plan for
the renewal period, with weights determined according to current
enrollment.

(34) "Provider" ((means—anvy—heatth professiorat;—hospitats
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meaning as that contained in RCW 48.43.005.

(35) "Rate renewal period" means the period for which the
proposed "premium rates" are intended to remain in effect.

(36) "Rate schedule" means the schedule of all "base rates”
for "plans" included in the filing.

(37) "Requested increase in the community rate" means the

amount, expressed as a percentage, by which the "proposed
community rate" exceeds the "current community rate."

(38) "Service type" means the category of service for which
"claims" are paid, such as hospital, ©professional, dental,
prescription drug, or other.

(39) "Small group contracts"™ or "small group plans" means

the class of "group contracts" issued to "small employers"
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proprieters— "Smatl—emptoyer™) ), as that term is defined ((&%))
in RCW 48.43.005((4+3))) .
(40) "Staffing data" means statistics on the number of
((*))providers ((&)) and associated compensation required to

provide a fixed number of services or provide services to a
fixed number of "covered persons."

(41) "Subscriber" means a person on whose behalf a
"contract" or "certificate" is issued.

(42) "Unit cost data" means statistics on the cost per
health care service provided to a "covered person."

(43) "Utilization data" means statistics on the number of

services used by a fixed number of "covered persons" over a
fixed length of time.
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based on an equitable and consistent expense allocation or
assignment methodology; plus

(c) An actuarially sound provision for contribution to
surplus, contingency charges, or risk charges, where the
justification ((shatd)) recognizes the carrier's investment
earnings on assets other than those related to claim reserves or
other similar liabilities; minus

(d) An actuarially sound estimate of the forecasted
investment earnings on assets related to claim reserves or other
similar liabilities for the plans included in the filing for the
rate renewal period.

( (-4r)) (3) The contribution to surplus, contingency
charges, or risk charges in subsection ((43¥)) (2) (c) of this
section, ((skhad¥)) will not be required to be less than zero.
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AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98,
effective 3/1/98)

WAC 284-43-920 When a carrier is required to file. (1)
( (Bvery—contract—formoand—oany modrfication—thereot;—and—every
ENENE a~rh A1 A ~ vz Pl N heor £ alh ~ =N £ 1 PIC I 2 + 1
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commissioners)) Carriers must file with the commissioner every
contract form and rate schedule and modification of a contract

form and rate schedule:

(a) Before ((beirg)) the contract form is offered for sale
to the public and before the rate schedule is used; and

(b) Within thirty days after the end of an eighteen-month
period during which a previous filing has remained unchanged for
such period, including contract forms filed prior to the
effective date of this regulation.

(2) Filings of negotiated contract forms, and applicable
rate schedules, that are placed into effect at time of
negotiation or that have a retroactive effective date are not
required to be filed in accordance with subsection (1) (a) and
(b) of this section, but ((skhatd)) must be filed within thirty
working days after the earlier of:

(a) The date group contract negotiations are completed; or

(b) The date renewal premiums are implemented.




(3) An explanation for any filing delayed Dbeyond the
thirty-day period as described in subsection (2) of this section
((shad®)) must be given on the filing document as set forth in
WAC 284-43-950.

(4) If ((—=xeturpr——eopy)) written confirmation of the
( (£+3+img)) commissioner's final action is desired, ((it——shaltb

submitted—dn—dupltiecate)) the carrier must submit with the filing

duplicate copies of the filing transmittal and cover letter,

along with a return self-addressed, stamped envelope. The
duplicate ((eeopy—wiltl—be stamped by the commissioner—fteoindiecate
receipt—of—+the—f3iling)) transmittal will note the commissioner's
final action and will be returned to the sender ((+f—=)) 1in the
return ( (setf—addressed)) envelope ((+s)) enclosed with the
filing.

AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98,
effective 3/1/98)

WAC 284-43-925 General contents of all filings. Each
filing required ((te—Fk made—purstant—+te)) by WAC 284-43-920
((shadt+)) must be submitted with the filing transmittal form
prescribed by and available from the commissioner. The form
((wiEtE)) must 1include the name of the filing entity, its

address, identification number, the type o0of filing being
submitted, the form name or group name and number, and other

relevant information. Filings ((skhad*)) also must include the
information required on the filing summary set forth in WAC 284-
43-945 for ( (ndtviduat——and)) small group plans and rate

schedules or as set forth in WAC 284-43-950 for group plans and
rate schedules other than those for small groups.



AMENDATORY SECTION (Amending Matter No. R 98-8, filed 5/20/98,
effective 6/20/98)

WAC 284-43-930 Contents of ((indiwvidual—and)) small group
filings. Under RCW ( (48440223 ——and—48-46-064(3))) 48.44.023
and 48.46.066 the experience of all ((individuat—prtans——shalt—be

periene £—a11)) small group plans ((skatd)) must be pooled.
Filings for ((iwndivideet—ptans——shalt—dnelude boase—rates—For—att
iadividvat—ptans—and—Ffitings—Feor)) small group plans ((shadtd))
must include base rates ((fer—at+)) and annual base rate changes
in dollar and percentage amounts for each small group plan((s)).
Each ( (nditviduat——and)) small group filing ((shatt)) must

include ((at+—e£)) the following information and documents:

(1) An actuarially sound estimate of incurred claims.
Experience data, assumptions, and justifications of the
carrier's projected incurred claims ((skhad¥t)) must be provided
in a manner consistent with the carrier's rate-making
methodology and incorporate the following elements:

(a) A Dbrief description of the carrier's rate-making
methodology, including identification of the data used and the
kinds of assumptions and projections made.

(b) The number of subscribers by family size, or covered
persons for the plans included in the filing. These figures
((shat®)) must be shown for each month or quarter of the
experience period and the prior two periods if not included in
previous filings. This data ((skhal¥)) must be presented in
aggregate for the plans included in the filing and in aggregate
for all of the carrier's plans.

(c) Earned premium for each month or quarter of the
experience period and the prior two periods if not included in
previous filings, for the plans included in the filing.

(d) An estimate of the adjusted earned premium for each
month or quarter of the experience period and prior two periods
for the plans included in the filing.

(e) Claims data for each month or quarter of the experience

period and the prior two periods. Examples of claims data
are( (7)) incurred claims, capitation payments, utilization data,
unit cost data, and staffing data. The specific data elements

included in the filing ((skad®)) must be consistent with the
carrier's rate-making methodology.

(f) Documentation and justification of any adjustments made
to the experience data.



(g) Documentation and Jjustification of the factors and
methods used to forecast incurred claims.

(2) An actuarially sound estimate of prudently incurred
expenses. Experience data, assumptions, and Jjustifications
((shat®)) must be provided by the carrier as follows:

(a) A Dbreakdown of the carrier's expenses allocated or
assigned to the plans included in the filing for the experience
period or for the period corresponding to the most recent
"annual statement";
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expense breakdown at least as detailed as the annual statement
schedule "Underwriting and Investment Exhibit, Part 3, Analysis
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++3++))) The allocation and assignment methodology used in

(a) (1) ((ex=——4+%))) of this subsection may be based on readily
available data and easily applied calculations;

(b) Identification of any extraordinary experience period
expenses ( (that—ar £raordinary)),; and

(c) Documentation and Jjustification of the assignment or
allocation of expenses to the plans included in the filing; and

(d) Documentation and Jjustification of forecasted changes
in expenses.

(3) An actuarially sound provision for contribution to
surplus, contingency charges, or risk charges. Assumptions and
justifications ((sha+d)) must be provided by ((&)) the carrier
as follows:

(a) The methodology, Jjustification, and calculations used
to determine the contribution to surplus, contingency charges,
or risk charges included in the proposed base rates; and

(b) The carrier's net worth or reserves and unassigned
surplus at the beginning and end of the experience period ((and

~+ + 1 A £ + 1 no o ne oy s fil) )
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(4) An actuarially sound estimate of forecasted investment
earnings on assets related to claim reserves or other similar
liabilities. The carrier ((shatd)) must include documentation
and justification of forecasted investment earnings identified
in dollars, and as a percentage of total premiums and the amount
credited to the plans included in the filing.

(5) Adjustment of the base rate. Experience data,
assumptions, justifications, and methodology descriptions
((shadt)) must be provided ((hat)) and must include:

(a) Justifications for adjustments to the Dbase rate,
supported by data if appropriate, attributable to geographic
region, age, family size((—wse—e¥f)) and wellness activities((+

and—tenuyre—diseouwnts) ) ;



(b) Justifications, supported by data if appropriate, of
any other factors or circumstances used to adjust the base
rates; and

(c) Description of the methodology used to adjust the base
rate to obtain the premium rate for a specific individual or
group, which is detailed enough to allow the commissioner to
replicate the —calculation of premium rates 1f given the
necessary data.

(6) Actuarial certification. Certification by an actuary,
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charged)) as required by RCW 48.44.023(3) and 48.46.066(3) .

(7) The requirements of subsections (1) through (6) of this

section may be waived or modified wupon the finding by the
commissioner that a plan contains or involves unique provisions
or circumstances and that the requirements represent an

extraordinary administrative Dburden on the carrier. ( (Ar
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AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98,
effective 3/1/98)

WAC 284-43-935 Experience records. (1) ((Bvery—earrier
clhall et ot £ N S, P = N I S sz B
oO1ITO T 1T L3 1) § € Ny S B R PN @ R S Ay [ S N (=5 IT t/_LLA.J.J. [ S N CTIT i S v oo T - \—y ITC _Y QAJ_U,
reecord of+s)) For each plan, carriers must maintain the
following records for five years:

FEarned premiums; and
Expenses.

(2) Such records ((skadd)) must include data for rider and
endorsement forms that are used with the contract forms.
Separate data may be maintained for each rider or endorsement

in
a) Incurred claims;
b)
c)

form as appropriate. For recordkeeping purposes, carriers may
combine experience under contract forms that provide
substantially similar coverage ( (FrErY B combirned for
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AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98,
effective 3/1/98)

WAC 284-43-940 Evaluating experience data. In determining
the credibility and appropriateness of experience data,
consideration ((shad*)) will Dbe given to all relevant factors,
including:

(1) Statistical credibility of the amount charged and
services and benefits paid, such as low exposure, low 1loss
frequency, and recoupment;

(2) Actual and projected trends relative to changes in
medical costs and changes in utilization;

(3) The mix of business by risk classification; and

(4) Adverse selection or lapse factors reasonably expected
in connection with revisions to plan provisions, services,
benefits, and amount charged.

AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98,
effective 3/1/98)

WAC 284-43-945 Summary for ((indiwvidual—and)) small group
contract filings.

(INBPDUAL-AND)) SMALL GROUP FILING SUMMARY

Carrier Name

Address

Carrier ((Jdentificaton))
Identification Number

Rate Renewal Period: Fro T
m o

Date Submitted:

((TPype-of Filing: Individual Plans- 53} Group-Plans-£))




Proposed Rate Summary

Current community rate per month
Proposed community rate per month
Percentage change %
Portion of carrier's total enrollment affected %
Portion of carrier's total premium revenue %
affected
Components of Proposed Community Rate
Dollars Per Month % of Total
a) Claims
b) Expenses
¢) Contribution to surplus,
contingency charges, or risk
charges
d) Investment earnings
e) Total (a+b+c-d)
Summary of Pooled Experience
Experience First Prior Second
Period Period Prior Period
From To From To From To

Member Months

Earned Premium

Paid Claims

Beginning Claim
Reserve

Ending Claim Reserve

Incurred Claims

Expenses

Gain/Loss

((Centributionto-rperate
Surplus))

Loss Ratio Percentage

General Information

1. Trend Factor Summary




Type of Service Annual Trend Portion of Claim
Assumed Dollars

Hospital % %
Professional % %
Prescription Drugs % %
Dental % %
Other % %
2. List the effective date and the rate of increase for all rate

changes in the past three rate periods.

2 3
) ) )
Date % Date % Date %
3. Since the previous filing, have any changes been made to the

factors or methodology for adjusting base rates?

Geographic Area O Yes O No
Family Size O Yes O No
Age O Yes O No
Wellness Activities O Yes O No
((Fenure Discounts B-Yes BNe))
Other (specify) O Yes O No
4. Attach a table showing the base rate for each plan affected by
this filing.
5. Attach comments or additional information.
6. Preparer's Information
Name:
Title:
Telephone Number:

AMENDATORY SECTION (Amending Matter No. R 97-2, filed 1/23/98,
effective 3/1/98)

WAC 284-43-950 Summary for group contract filings other

than small group contract filings.
GROUPS OTHER THAN SMALL GROUPS FILING SUMMARY

Carrier Name




Address

((CarrierHdentification Number

ContractHelder)) Contract [ Single Employer Group:
Holder/Pool Category and Name

Check One Box
Employer Name:

O Multiemployer other than
Association/Trust Groups

Group Pool Name:

O Association/Trust Groups

Association/Trust Group Name:

Contract Form Number

((Contract Number)) Rate Form
Number (if different from
Contract Form Number)
Product Name

If additional space 1is required to list the contract/rate
form number and product name, attach a separate sheet.

Rate Renewal Period: From: To:

Date Submitted:

Type of Filing (Check O New Group O Revision of
One Box) Contract (B)) Existing Group
Contract (B))

Proposed Rate Schedules: Attach a separate sheet to list
all proposed tier rates.

Rate Summary ((efNewRate Development))

Current Rate((s)) (Composite per $ per member per

employee or per member) month

((Experienee)) Percentage Rate %

Change

((Reeoupment)) New Rate $ per member per
month

((Reserves)) Average Number of
Enrollees Each Month During the

Experience Period (If the average
number of enrollees is equal to or
less than fifty, explain why this is
not a small group, as defined in
RCW 48.43.005.)

((BenefitChanges)) Anticipated %
Loss Ratio

((Fotal NewRates)) Portion of %
carrier's total enrollment affected

Portion of carrier's total premium %

revenue affected




Summary of Contract Experience

Experience First Prior
Period Period

From To From To

Second
Prior Period

From To

Member Months

Billed Premium

((Paid)) Incurred Claims

Reserve)) Expenses

((EndingClaimReserve))

Gain/Loss

((Ineurred-Claims))
Experience Refund/Credit
or Recoupment

((Expenses)) Earned

Premium (Billed
Premium -

/+ Refund/Credit or
Recoupment)

((Gainfess)) Loss Ratio
Percentage

((Experience Refund-or
Credit

Earned Premium

Ceorporate-Surphas

LossRatio-Pereentage))

Attach comments or additional ((infermaten)) information.
Preparer's Information

Name:

Title:

Telephone Number:
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REPEALER

%hg following sections of the Washington Administrative Code are
repealed:

WAC 284-43-900 Authority and purpose.
WAC 284-43-955 Effective date.



